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Department of Insurance

IN THE MATTER OF
THE EXAMINATION OF:

MASSACHUSETTS MUTUAL LIFE
INSURANCE COMPANY

1295 STATE STREET

SPRINGFIELD, MASSACHUSETTS 01111

MARKET CONDUCT EXAMINATION WARRANT

I, the undersigned, Director of Insurance of the Staie of | Hinois, pursuant to
Sections 5/131 3% 5/132, 5/401, 5/402, 5/403 and 5/423 of the lilinois
Insurance Code (215 ILCS SAO31.21, 5/132, 57401, 5/402 and 5/425) do hereby
appoint Mike Hager, Examiner-In-Charge, Pat Hahn, John Staples and
associates as the proper persons to exaniine the insurance business and affairs
of Massachusetts Muma‘ Life Insurance Company of Springfield.
Massachusetts, and to make a full and true report to me of the examination
made by them of Massachusetts Mutual Life g‘ﬂsuram*ff Company with a full
statement of the condition and operation of the business and affairs of
Massachusetts Mutual Life Insurance Company with any other information as
shall in their opinion be requisite to furnish me a statement of the condition and
g;}e;*a{mn of its business and affairs and the manner in which it conducts its
usiness,

The persons so appointed shall also have the powe
lo examine any person concerning the business, con
Massachusetts Mutual Life Insurance Company.

IN TESTIMONY WHEREOF,

hereto setmy hand and cause (o be affised the Seal of my o

r o administer oaths and
duct, or affairs of

g5

L4 £ TN

Drone at the City of Spring field, this SOy of P

P 2 )
. . wﬂ, o i & 2
Michael T. McRaith ~» Director
— s o— " — — — -
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SUMMARY

1. The Company was eriticized under 215 1LCS §/] 54.6(d) for three (3)
underpayments totaling $1.966.23 for failing to pay the policyowner a refund of
premiums being waived. The company issucd payment for the underpayments prior to
the completion of the examination.

2. The Company was criticized under 213 1LCS 5/224(2) for failing to notity

the existing insurer of possible replacement of & life insurance policy or an annuity.

3. The Company was criticized under 215 1LCS 5/226(1) for use of a policy form
containing a two (2) vear contestability period for annuities issued without health
questions. Since completion of health questions is not required as a condition to Issuing
the policy. the annuities should be incontestable at issue.

4, The Company was criticized under 215 1L.CS 5/234.1 for failing failure to refer
the policyowner to the other available options under the provision of the provisions of the
policy upon enactment of the non-forfeiture option.

3. The Company was criticized for Title 50 11 Adm, Code 919.50¢a)(1) for failing
to include “notice of availability” of the Departiment of Insurance on the denial letters.

6. The Company was criticized under Title 50 11 Adm, Code 919.70(a)(2) for failure
to include the “notice of availability™ of the Department of Insurance on the 45 day delay
letters.

7. The Company was criticized under Title 50 11, Adm. Code 1407.20 for policy
language that does not meet current standards. The policy form defined terminal illness
as a medical condition which. in the opinion of a physician who is licensed to practice
medicine in all branches, would generally result in the insured’s death within 12 months.
Title 50 Hl. Adm. Code 1407.20 requires that the definition utilize twenty-four (24)
month.
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METHODOLOGY

The Market Conduct Fxamination places emphasis on evaluating an insurer’s system
and procedures used in dealings with insureds and claimants.

o

The following catecories are the e general arcas examined:

fan

I Producer Licensing and Production Analysis

2. Non-Forleiture Analysis

3. Claims analy sis

-+, Policy Forms and Ad ivertising Material Analysis
5. Replacement Policy Analvsis

6. Underwriting Analvsis
Complaint Analysis

~3

The review of these categories is accomplished through examination of f producer files
claim files. Insurance Departiment com plamnt files. policy forms, endorsements and
advertising materials. Fach of these mtegmm is examined for compliance with selected
Department of Insurance Rules and Re ‘gulations and applicable State laws. The Market
Conduct Examination did not examine Lom; sliance with the Uniform Disposition of
Unclaimed Property Act, 765 11.0S 1025/

The report concerns itself with im proper practices performed with such frequency as to
indicate gencral business practices. Individual criticisms are identified and
communicated to the insurer but are not cited in the report if not indicative of a general
trend, except if there were undv rpayments and/or overpayments in claims surveys or
undercharges and/or overcharges in underwriting £ surveys,

The following imethods were used 1o abtain the required samples to assurc a methodical
selection:

Producer Licensing and Production Analysis

Populations for the producer tile reviews were determined by whether or not the
producers were licensed by the State of Illinois. New business listings were retrieved
from Company records selecting newly solicited insurance applications which reflected
lhinois addresses f 1 the applicants,

Non-Forfeiture Analysis

Listings were requested of all fife policies that were cash surrendered. placed on extended
term insurance siatus or converted to reduced paid-up insurance dlllmé the examination
peniod. These listings were retrieved by a search of Hlinois policies either lapsed for
nonpayment of premium or were requested non-forfeiture option conversions made by
policyholders.

[



Claims Analysis

Claim surveys were selected using the following criteria:

1. Paid Claims — Payvments for coverage made during the examination period.
2. Denied Claims - Denial of benefits for losses not covered by policy provisions

during the survey period.

3. Individual or Franchise Claims - Determine whether the contracts were issued to
an individual or on a franchise basis.

All median pavment periods were measured from the date all necessary proofs of loss
were received to the date of payment or denial to the insured or the beneficiary.

Policy Forms and Advertising Material Analvsis

The Company was requesied (o provide specimen copies ot all policy forms and samples
of all advertising material in use during the survey period.

Replacement Policy Analysis

The Company was requested to provide listings of all annuity and life policies. both
internal and external, transactec auring the survey period. A sample of each category was
compiled and the policy files were requested for review to determine compliance with
Department of Insurance Rules and Regulations and applicable State Laws.

Underwriting Analvsis

Listings were requested of all lite applications reiected by the company during the surve
gs’ e apy 3 : g
period. These listings were retrieved by a scarch of lllinois life applications submitted

but, denied issuance by the company,

Department of Insurance Complaints

The Company was requested to provide all files relating to complaints which had been
recetved via the Department of Insurance as well as those received directly by the
Company from the insured or his/her representative. A copy of the Company’s complaint
register was also reviewed

Median periods were measured from the date of notification of the complaint to the date
of response to the Department of Insurance.

The examination perviod for Department of Insurance complaints was July 1, 2007
through April 13,2011,

r
s



SELECTION OF SAMPLE
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Replacements Life Internal &
External

Replacements Annuity Internal &
External

Complaint Analysis

Department of Insurance Complaints
Consumer Complaints
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Iv.

FINDINGS

A

o

Produicer Licensing and Produciion Analvsis

Terminated Producer Review

A review of 222 terminated producer files revealed no producers terminated for a
cause.

Producer Production

A teview of all 5359 producer production files produced no criticisms.
Non-Forfeiture Analysis

Life Cash Surrenders Group

A review ol 105 group life cash surrender policy files produced no criticisms.
The median for surrender was 18 davs.

Life Cash Surrenders Individual

A review of the 100 individual life cash surrenders produced no criticisms.
The median for surrender was five {5)days

Extended Term Insurance and Reduced Paid-Up

Areview of 80 extended term and reduced paid-up policy files produced one (1)
criticism. A general criticism was made under 215 11.CS 5/234.1 for failure to
provide all the available options 10 the insured prior 1o enactment of the non-
forfeiture provision, MassMutual states that it believes its procedures were
satistfactory but will nonctheless develop an enhanced notice.

No median could be established.

Annuity Cash Surrenders

A review of 100 annuity cash surrender policy files produced no criticisms.
The median for surrender was one (1 ) day.

Approved Individual Waiver of Premium

~J
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Areview of the 31 approved waiver of premium poliey files produced two (2)
criticisms. Two (2) individual criticisms were made under 215 1L.CS 5/] 54.6(d)
for the underpavment of 2 claims totaling $1320.39 for failure to return the
refundable premium. The ¢ mpany made the payments with statutory interest

prior to the completion of the examination,
The median for approval was nine 9y days.

Rejected Individual Waiver of Premium

Areview of three 16 rejected group waiver of premium claim files produced two
(2) general criticisms. One (1) criticism was made under 50 11l Adm. Code
919.70(a)(2) for failure o include “Notice of Availability” of the Department of
Insurance on the 45 day delay letters. A second criticism was made under 50 1l
Adm. Code 919.50 (a)(1) for failure to nclude “Notice of Availability” of the
Department of Insurance on denial letters, MassMutual states that, subsequent to
the examination, it ias revised its precedures and conducted employee training to
address the Notice of Availability issucs.

The median for denial was one (1) day.
Claims Analysis.
Paid Individual Life

The review of 108 paid individual life claim files produced one (1) criticism. A
general eriticism was made under 50 1. Adm. Code 919.70(a)(2) for failure to
include “notice of availability™ of the Department of Insurance on the 45 day
delay letiers. Twelve (12) of the 108 files (or 11%) were found to be in violation.
MassMutual staies that, subsequent to the examination, it has revised its
procedures and conducied employee training to address the Notice of Availability
issues.

The median for pavment was four (4) days.
Paid Group 1ife

Areview of 18 paid group life claim {iles produced one general criticism. A
genetal criticism voas made under 50 11 Adm, Code 919.70(a)(2) for failure to
include “rotice of availability™ of the Department of Insurance and using the an
incorrect address on the letiers. MassMutual states that, subsequent to the
examination, it has revised its procedures and conducted employee training to
address the Notice of Avatlability issues.
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The median 1or payient was eight (8) days.

Annuity Death Sctilements

A review of 60 annuity death settlement files produced no criticisms.
The median for pavment was three (3) days.

Paid Individual Disabilivy

A review of 46 paid yroup disability claim files produced two (2) criticisms. One
general criticism was made under 50 111 Adm. Code 919.70(a)(2) for failure to
melude “notice of availabilin® of the Department of Insurance on the 45 day
delay letrers. A second individual criticism was made under 215 ILCS 5/154.6(4d)
for an underpavment of $645.84 for tailing to refund premiums being waived.
MassMutual states that, subsequent to the examination, it has revised its
procedures and conducted emplovee training to address the Notice of Availability
1ssues.

The median for payment was 11 days. The mean was 13 days.

Denied ndividual Disability

A review of 13 denied individual disability claim files produced one (1) criticism.
A general criticism was made under 50 111, Adm. Code 919.70(a)(2) for failure to
include notice of available of the Department of [nsurance on the 45 day delay
letters. MassMutual states that. subsequent to the examination, it has revised its
procedures and conducted employee training to address the Notice of Availability
issues.

The median for payment was one (1) day.

Paid Long Term Care

A review ol 1wo (2} paid long term care claim files produced no criticisms.

No median for payment could be established.

Denied Long Term Care

A teview of three (3) denied long term care claim files produced no criticisms.

A median Jor denial could not be established.

9
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Underwriting Analysis

Declined Group Lite Applications
A review of two (2) declined group life applications produced no criticisms.

A median for declination could not be established.

Declined Individual | ife Applications

Areview ol 116 deciined individual Jite apphications files produced no criticisms.
The median for declination was 20 days.

Policy Forms and Advertising

Policy Forms and Advertising Review

A review of the 1235 policy forms and advertising materials produced two (2)
criticisms. An individual criticism was made under 50 11 Adm. Code 1407.20 for
the use of a policy form not meeting the current standards. The Accelerated
Benefit Rider (ABR) form defines Terminal lliness as a medical condition which
in the opinion of a physician who is licensed to practice medicine in all of its
branches. would gencrally result in the insured's death within . months. It should
be 24 months. MassMutual notes that (1) the 12 month period is consistent with
the Interstate Insurance Compact standards and that (ii) the Hlinois Department of
Insurance had approved the form in question. MassMutual further notes that,
subsequent to the examination, it filed revised pohiey forms with a 24 month
definition which {iling was approved by the Illinois Department of Insurance on
September 14. 2011, Mass Mutual states that it will issue revised ABR forms with
the 24 month definition to all affected policies by April 30, 2012.

A general criticism was made under 215 1L.CS 5/226(1)(b) for policy forms not
meeting the current standards. The forms required a two (2) year contestability
provision for annuilies issued without health questions and should be
incontestable at issue. MassMutual states that it no longer uses the form,
TMLS 1O 5and no longer issues annuities with health questions. MassMutual
also states thal it has never contested an annuity.

Replacement Policy Analvsis
Internal and Ixiernal Life Replacement

A review of 100 internal and external life replacement files produced no
criticisms.
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A median for replacement could not be established.

Internal and External Amuity Replacement

A review of 79 inie wid external annuity upbun ult policy files produced
one (1) general criticism. A eriticism was made under 15 HL.CS 5/224(2) for
failure to notify the previous insurer ol the possible re }nace ment. MassMutual
has advised the Department that, subse *quent to the examination, MassMutual has
reviewed and mlxui as necessary its procedures (o address this issue.

.E{:

A median for replacement could not be established.

Complaint Analyvsis

Department of insurance Complaints

A review of 21 Department of Insurance complaints produced no criticisms.
The median for response was 13 days.

Consumer Complaints

Areview of 38 consumer compramnt files produced no criticisms.

The median tor re sponse was 26 davs.
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Illinois Department of Insurance

PAT QUINN ANDR!CW BORON
Director

.
Governor

February 8, 2012

Roger William Crandall

President
Massachusetts Mutual Life Insurance Company sent via US Postal Service
1295 State Street mail certified return
Springfield, MA 01111 receipt requested

Re:  Market Conduct Examination

Dear Mr. Crandall,

A draft Market Conduct Examination Report was sent to your attention on December 15,
2011. The draft Report related to a Market Conduct Examination of Massachusetts Mutual
Life Insurance Company (“your company”) conducted by authorized examiners designated
by the Director of Insurance pursuant to Illinois Insurance Code Sections 132, 401, 402,
403 and 425 of the Illinois Insurance Code. The examination covered the period July 1,
2009 through June 30, 2010.

On January 27, 2012, your company provided comments concerning the draft Report.
Those comments have been considered. Attached is'a final Ma_rket Conduct Examination

I request that an appropriate officer of your company execute both copies of the
Stipulation and Consen§ Order and return them to my attentipn by March ;6, 2{)12. T will

Please contact me if you have any questions.

Yours Trul -

Zy«\//: ﬂ’ﬂ P
ames J. Morris

Assistant Deputy Director
“Market Conduct and Analysis
Illinois Department of Insurance
320 West Washington Street
Springfield IL 62767
312-833-5582 mobile
217-557-8463 fax
james.j.morris@i”inois.gov

cc: Antonio Scibelli, Asst. VP & General Counsel
100 West Randolph, Suite 9-301

Chicago, Hiinois 60601-3395
(312) 814-242¢



This Market Conduct Examination was conducted pursuant 1o Sections 5/132, 5/402 and
57425 of the lllinois Insurance Code (215 1LCS 5/132, 5/402 and 5/425). It was
conducted in accordance with standard procedures of the Market Conduct Examination

Section by duly qualified examiners of the [llinois Department of Insurance.

This report is divided into five parts. They are as follows: Summary, Background,
Methodology, Findings and Technical Appendices. All files reviewed were reviewed on
the basis of the files’ contents at the time of the examination. Unless otherwise noted, all
overcharges (underwriting) and/or underpayments (claims) were reimbursed during the

course of the examination.

No company, corporation, or individual shall use this report or any statement, excerpt,
portion. or section thereof for any advertising, marketing or solicitation purpose. Any
company. corporation or individual action contrary to the above shall be deemed a

violation of Section 149 of the lllinois Insurance Code (215 JLCS 5/149).

The Examiner-in-Charge was responsible for the conduct of this examination. The
Examiner-in-Charge did approve of each criticism contained herein and has sworn to the

accuracy of this report.

James J. Morris

Assistant Deputy Director
Market Conduct and Analysis Section






MassMutual

FINANCIAL GROUP®

May 18,2012

VIA EXPRESS DELIVERY

James J. Morris

Assistant Deputy Director
Market Conduct and Analysis
Illinois Department of Insurance
320 West Washington Street
Springfield, 1L 62767

Re:  Massachusetts Mutual Life Insurance Company
Market Conduct Examination Report

Dear Mr. Morris:

This letter responds to your letter dated April 13, 2012 to Massachusetts Mutual Life
Insurance Company ("MassMutual™) in which you provided MassMutual with a Stipulation
and Consent Order (the “Order”) related to the examination of MassMutual for the period
July 1, 2009 through June 30, 2010. In connection with the Order, please find (i) two copies
of the Order signed by Christine Frederick, Senior Vice President and Chief Compliance
Officer, (i1) proof of compliance with the Order, as described more fully below and (iii) a
check for $7,500.00.

Each of the orders is copied below, followed by MassMutual’s response.

I. Maintain procedures to refund an y premiums being waived consistent with the requirements
of 215 ILCS 5/154.6(d) and reinforce such procedures with appropriate Company personnel.

MassMutual maintains procedures to refund waived premiums consistent with 215 ILCS
5/154.6(d). Reinforcement of these procedures was carried out as described in the
memorandum attached hereto as “Attachment 1.

2. Maintain procedures to notify the existing insurer of possible replacement of a life insurance
policy or annuity as required by 215 ILCS 5/224(2).

In a correspondence to Examiner Hager dated July 5, 2011, incorporated herein by
reference, MassMutual informed Mr. Hager that it would conduct a review of applicable
policies and procedures and would update them as needed. In addition, MassMutual
committed to enhancing its Quality Assurance program by November 1,2011. We have
completed both of these corrective actions. MassMutual maintains policies and

MassMutual Financial Group is a marketing name for Massachusetts Mutual Life Insurance Company (MassMutual) snd its affiliated companies and sales representatives.

Springficld, MA  01111-(001 (413} 78R-R411



procedures to notify an existing insurer of possible replacements. Those procedures are
attached hereto as “Attachment 2.7

Maintain procedures consistent with 215 1LCS 5/226(1)(b) whereby annuity and pure
endowment policy forms do not contain contestability periods relating to statements which
are not required as a condition to issuing the policy and revise any form which is not
consistent with such statute.

The examination identified that policy form TMLS(IL).1 contained a contestability
provision. As noted in MassMutual’s June 22, 2011 letter to Fxaminer Hager, which is
incorporated herein, MassMutual updated TMLS(IL).1 on or about March 24, 2011 (prior
to the datc of the Criticism) replacing the contestability provision with an incontestability
provision. Please see page 18 of the March 24, 2011 refiled TMLS(IL).1, attached hereto

as “Attachment 3.”

Revise and maintain procedures consistent with 215 ILCS 5/234.1 so that when MassMutual
enacts a non-forfeiture option, MassMutual will give a notice o the policyowner which
explains the action and refers the policyowner 1o the other available options, if any, under
the provisions of the policy. Evidence of this notice shall be maintained by MassMutual,

As noted in our January 27, 2012, MassMutual has committed to develop an enhanced
notice to policyowners that explains non-forfeiture options, if any, under the provisions
of the policy. The development efforts are underway and the expected completion date,
as communicated in our letter, is December 31, 2012, Upon completion MassMutual will
maintain evidence of the notice and will make such evidence available to the Department

upon request.

Maintain procedures to advise the claimant of the Availability of the Department of
Insurance when MassMutual desies a claims as required by Title 50 lllinois Administrative
Code 919.50(a)(1) and reinforce such procedures with appropriate Company personnel.

MassMutual maintains procedures to advise claimants of the Availability of the
Department of Insurance when denying claims. Reinforcement of existing procedures
was carried out as described in the memorandum attached hereto as “Attachment 4.”

Revise and maintain procedures whereby when a claim remains unresolved for 45 days from
the date it is reported, MassMutual shall provide the insured or, when applicable, the
insured's beneficiary, with a reasonable written explanation for the delay. Notice of
availability of the Department of Insurance shall accompany this explanation as required by
Title 50 lllinois Administrative Code 919, 70(a)(2).

MassMutual maintains procedures whereby when a claim remains unresolved for 45 days
from the date it is reported, MassMutual provides the insured or, when applicable, the
insured’s beneficiary, with a written explanation for the delay in compliance with Title 50
Iinois Administrative Code 91 9.70(a)(2). These procedures were reinforced as described
in the memorandum attached hereto as “Attachment 5.



7. Maintain procedures so that its individual and group life insurance policies, contracts,
riders, endorsements or amendments compl ly with the requirements of Title 50 lllinois
Administrative Code Part 1407 t0 include the definition of “terminal iliness” and refile any
Jorms which do not utilize such definition.

Despite the fact that Illinois approved the forms in question, MassMutual refiled all
applicable accelerated benefit riders to include the definition of terminal illness to be
consistent with Part 1407 of the Illinois Administrative Code’s 24 month definition. An
example of the letter sent to impacted policy holders is attached hereto as “Attachment
6.” In addition, prior to the 24 month definition being approved by the Department of
Insurance, MassMutual used a non-filed Disclosure Statement for Accelerated Death
Benefit Rider that reinforced the 24 month definition. A copy of the Disclosure Form as
well as training and communication on the Disclosure Form is attached hereto as
“Attachment 7.”

Please contact me if you have any questions or need additional information. Thank you.

e
Si%}@%" T
) -

Antonio Scibelli
Assistant Vice President & Counsel

attachments



Attachment 1



MassMutual Memo
ﬂFINANCIAL GROUP
THE BLUE CHIP COMPANI(ES™
To: Paul Proko From: Robert Miles
Vice President Assistant Vice President
Health Benefits and New Business Health Benefits and New Business
MIP: MI25 MIP:  MI125 EXT: 23969
Cc: Barbara Dutram, Jason Paine
Re:  [llinois Market Conduct Examination (MCE) Criticisms Original Date:  Scptember 15, 2011

and Corrective Actions

Updated:

January 18, 2012

The Criticisms of the DI Benefit Department’s claim practices alleged by the Hlinois MCE fall into two broad
categories. These categories, the Criticisms and the steps taken thus far to rectify the identified concerns are described

below.

Category I — Notification of the availability of the Department of Insurance (DOI)

Hiinois law requires that a claimant be notified of the availability of the state DOI as a resource during various stages of

the claim. These stages are:

When providing written communications regarding status for claims that have remained pending for at least 45

In claim determination letters when a claim has been denied in whole or in part.

Allegation

Claim Volume

Notice of availability of the [L
Dept. of Insurance for assistance
not provided to claimant on
adverse claim decision.

5 of 16 claims examined (31%)
reportedly in violation. Diversity of
Jjurisdiction may be an issue (The S
insureds weren't IL residents at claim
time).

Same as immediately above

2 policies (same insured) involved; 2 of
16 files (1 policy = 1 file) examined
(13%) reportedly in violation,

Notice of availability of the 1L
Dept. of Insurance for assistance
not provided to claimant on a claim
that is unresolved 45 days after it
was reported.

14 of 16 files examined (88%)
reportedly in violation. Diversity of
jurisdiction may be an issue on 5 of the
14 files thought 1o be in violation.

Same as immediately above

12 of 15 files examined (80%)
reportedly in violation.

Same as immediately above

o
days from the date of notice; and
o)
Criticism Claim Type
No.
PH-32-81 Denied Life Waiver of
Premium
PH-33-81 Denied Life Waiver of
Premium
PH-34-81 Denied Life Waiver of
Premium
PH-35-41 Denied Disability
Insurance
PH-38-40 | Paid Disability
Insurance i

15 of 46 files examined (33%)
reportedly in violation.

September 15, 2011 Corrective Actions

1} Ulinois Claim Handling Guidelines - 1

hese guidelines

have been revised to conform to IL law. While the guidelines

previously addressed the notification requirement on an adverse claim decision, they did not contain information
regarding the requirement for those claims remaining in a pending status at least 45 days from the date of notice.

2) Review of Other States’ Notification Requirements ~ The laws of the five states other than IL (CA, NH, NY, Rl and
WYV) that have notification requirements relating to the DOI during claim adjudication have been initially reviewed.
As a result of this review, our NH claim handling guidelines have also been revised. Somewhat similar to IL, NH law

I




requires that not only must a claimant be notified of the availability of the DOI when a claim is denied in whole or in
part, but also after a claim has been pending more than 30 days from the date of notice. The prior version of the NH
guidelines made reference only to the notification requirements surrounding an adverse claim determination. No
additional steps are necessary {or CA and RL. Further research on the laws is necessary for NY and WV,

3) Claim Examiner Training

a) On September 13, 2011, the Best Practices Trainers conducted training on a row-by-row basis for the entire
DI Benefits staff on the 11 and NH laws regarding claimant notification of the availability of the DOI and to
which claimants the rules apply (the rules apply to both contract state and residence state).

b) On September 14, 2011, a training e-mail on the IL and NH claimant notification requirements was sent to
the entire DI Benefits Department in follow up to the prior day’s training.

4) Template Letters in GenWord — Alf claimant template letters in the GenWord function of the DI Bencfits System
have been reviewed and revised as necessary to include instructions and appropriate text regarding DOI contact
information to simphfy claim examner compliance with the claimant notification requirements.

Updated January 18, 2012 Corrective Actions

Letter Revisions - Additional steps are being taken to simplify the process by which appropriate claimants are given the
required notification regarding the states’ Department of Insurance (DOI) contact information. For all claimant
template letters in GenWord that deal with claim status or claim decisions, an additional page is being created within
each letter that contains the DOI contact information for all six states that currently require such notification and
directs appropriate claimants (0 this information. This approach eliminates the need for the claim examiners to identify
claims specific to the six states and also 1o remember to insert the special notification text in the letter,

Category I - Processing of Waiver of Premium Refunds for Life Waiver and Disability Income Claims

Three Criticisms focused on the waiver of premium processes within the DI Benefits Department.

Criticism Claim Type Allegation Claim Veolume
No.

J§-07-80 Approved Life Waiver | Miscalculation (underpayment) of the waiver Single claim.
of Premium of premium refund amount,

MH-35-80 | Approved Life Waiver | Waiver of premium process not initiated by Single claim.
of Premium | claim examiner.

PH-45-40 | Paid Disability Watver of premium process for EDS policy, Single claim.
Insurance although apparently initiated, not completed.

September 15, 2011 Correetive Actions

1) Claim Audit - A three month audit from June 1, 2011 though August 31, 2011 was conducted of waiver of premium
processing for life insurance policies. The results showed a 14% error rate.

2) Stakeholder Meeting Scheduled - A meeting is scheduled for September 28, 2011 with stakeholders in the DI and life
waiver of premium processes to hold initial discussions on;
a) the life waiver audit results and potential corrective steps;
b) action steps to close workflow gaps in the DI waiver of premium process.

Updated January 18, 2012 Corrective Actions

L1 DI and Life Waiver of Premiwm Process Map - A S person team lead by Dave Jackson has completed the process
map for DI waiver, SMEs have signed off on the document. Work continues on the more complex Life waiver process
with weekly meetings presendly scheduled into early February 2012,

2) Life Waiver audit results and potential corvective steps - J. Cebulla has completed 98% of the audit (almost every
Jourth MM refund from 1/1/10-9/29/11). Carol made 12 mistakes and Mike made 2 out of 204 files audited thus far, a




93.1% pass rate vs. the 86% pass rate on the smaller sampling associated with the IL market conduct exam.
Information regarding the nature of the ervors is being accumulaied and will be passed to M. McDonough for
additional training of her Operation associates. Additional preventive measures will also be considered as part of the

process map output.

Please let me know if you have any questions.
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